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purchased at par, or under, that they have not been done out of a
legitimate gain, and those who have purchased above par that they
have not been forced into a loss. Besides which there are all the
old women arid old men in the country who like to get 5 per cent,
and do not like to get 2|- per cent.

2. Childers* failure, in respect of conversion, is still fresh in
public memory, and still handicaps a Chancellor of the Exchequer
aiming at the same thing.

5. The placing of the Local Loans Stock does-not seem to have
been altogether fortunate and seems to have rather irritated than
soothed the market.

4. The great houses do not consider the circumstances of the
time propitious for a large refunding operation, and the transactions
of the market last week confirm this view.

All these objections are not very formidable in themselves if
the Chancellor of the Exchequer has behind him the great houses :
but in all probability the risk of defending in the House of Commons
the terms which the great houses wrould require for their support
would be too great to be prudently run by the present Government.
I gather from your conversation last night that you contemplate
with dispensing the having recourse to the assistance of the great
houses , and rather working by means of a number of smaller
operators on terms reasonable and even cheap. In that case I have
great fears from, what I have heard that your plans which are sure
to be in themselves good will be met by a formidable^ perhaps
irresistible, undercurrent of hostility* I am bearing in mind also
that some days ago you mentioned to me that you contemplated,
dealing with the note issues of country banks, and I do not know
whether such dealing will make the country banks your friends or
not your friends.

Looking at all the circumstances of the time, the state of Europe ;
the parliamentary position of the Government; the supreme
importance from a Unionist point of view of running no unnecessary
risks, my instinct rather than actual knowledge or reason to which
I lay no claim would lead me to counsel delay and inaction as regards
conversion. I only claim to represent the stupid uninformed "Man-
in-the-street," who after all is the ultimate arbiter in these things.
On the other hand I fully admit that if you were to effect success-
fully a conversion which would place at your disposal considerable
sums for remitting taxation without apparently adding to the
capital of the debt, the gain to the Unionist Party would be enormous.

The other matter on which we spoke was Army administration
in connexion with the debate on estimates to-morrow, and on that